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
7KHUROHRIGRFWRUVLVXQDUJXDEO\FKDQJLQJDQGUHTXLUHVDEURDGVNLOOVHWWKDWLVLQFUHDVLQJO\
GLYHUVHUHTXLULQJVNLOOVWKDWKDYHWUDGLWLRQDOO\QRWEHHQLQWHJUDWHGZLWKWKHFRQYHQWLRQDO
PHGLFDOFXUULFXOXP$VRXQGFOLQLFDOHGXFDWLRQLVQRORQJHUVXIILFLHQWWRSUHSDUHGRFWRUVIRU
WKHZRUNLQJHQYLURQPHQWWKH\ZLOOIDFHZLWKLQWKH1+6RUHOVHZKHUH,QSDUWLFXODUGRFWRUV
QRZUHTXLUHDEDVLFXQGHUVWDQGLQJRIKHDOWKHFRQRPLFVDQHHGWKDWGDWHVEDFNDWOHDVWDV
IDUDVWKH*3IXQGKROGLQJGD\VRIWKHVWKURXJKWRWKH&OLQLFDO&RPPLVVLRQLQJ*URXSV
GHYHORSHGRXWRIWKHUHRUJDQLVDWLRQRIWKH1+6LQDQGLQFUHDVLQJO\WRWKHGHFLVLRQV
PDGHE\WKH1DWLRQDO,QVWLWXWHIRU+HDOWKDQG&DUHH[FHOOHQFH1,&(:KLOHVRPHPLJKW
DUJXHWKDWZLWKWKHPRYHWRZDUGVGHYHORSLQJVNLOOVIRUOLIHORQJOHDUQLQJZLWKLQWKHPHGLFDO
FXUULFXOXPDGHYHORSPHQWGLUHFWO\OLQNHGWRWKHSXVKWRZDUGVHYLGHQFHEDVHGPHGLFLQH
SRSXODULVHGE\'DYLG6DFNHWWHWDOLQWKHHDUO\V VXFKµH[WUDFXUULFXODU¶OHDUQLQJFDQ
EHXQGHUWDNHQYROXQWDULO\DIWHUWKHIRUPDOFOLQLFDOHGXFDWLRQ+RZHYHUZLWKDGHPDQGLQJ
FOLQLFDOZRUNORDGDQGDQLQFUHDVLQJH[SHFWDWLRQRIORQJZRUNLQJKRXUVIRUMXQLRUGRFWRUVLW
VHHPVXQUHDOLVWLFWRH[SHFWFOLQLFLDQVWRGHYHORSVXFKDZLGHVNLOOVHWµRQWKHMRE¶

$QGZLWKRXWVXFKNQRZOHGJHKRZFDQZHH[SHFWGRFWRUVWRPDQDJHFRQYHUVDWLRQVZLWK
SDWLHQWVDERXWWKHDYDLODELOLW\RURIWHQQRQDYDLODELOLW\RIFHUWDLQGUXJVRUWUHDWPHQWVZLWKLQ
WKH1+6",QPRVWFRQVXOWDWLRQVWKHSDWLHQW¶VTXHVWLRQVDURXQGWKHLULOOQHVVDQGWUHDWPHQW
FDQXVXDOO\EHDQVZHUHGE\GUDZLQJRQDFRPELQDWLRQRIPHGLFDOWUDLQLQJIRUPDOJXLGHOLQHV
DQGFOLQLFDOH[SHULHQFHEXWIHZGRFWRUVZLOOKDYHUHFHLYHGDQ\WUDLQLQJLQKHDOWKHFRQRPLFV
DQGPDQ\MXQLRUGRFWRUVPD\EHIDFLQJWKHVHTXHVWLRQVIRUWKHILUVWWLPHZLWKQRSUHYLRXV
H[SHULHQFHWRUHIOHFWRQ

7KLVLVQRWWRVD\WKDWKHDOWKHFRQRPLFVGRHVQ¶WIHDWXUHZLWKLQPHGLFDOHGXFDWLRQDWDOORI
FRXUVH$WWKH8QLYHUVLW\RI6KHIILHOG,SURYLGHGVRPHWHDFKLQJDVSDUWRIDSURJUDPPHRI
VKRUWPRGXOHVGHVLJQHGWRDGGUHVVWRSLFVRXWVLGHRIWKHFRQYHQWLRQDOPHGLFDOFXUULFXOXP
7KHFRXUVHDLPHGWRFRYHUWKHEDVLFVRIKRZKHDOWKHFRQRPLFVLVXVHGWRPDNHGHFLVLRQV
DERXWZKLFKGUXJVDQGWUHDWPHQWVZLOOEHDYDLODEOHIRUSDWLHQWVRQWKH1+6,ZDVVXUSULVHG
WRILQGWKDWWKHVSDFHVRQWKHFRXUVHILOOHGXSDOPRVWLQVWDQWO\ZLWKDZDLWLQJOLVW,KDGQ
W
H[SHFWHGWKHUHWRQHFHVVDULO\EHKXJHLQWHUHVWLQWKLVWRSLFDQG,ZDVVXUSULVHGWKDWLWZDVVR
SRSXODU

7KHLGHDZDVWKDWWKHVHVVLRQVZHUHEDVHGDURXQGJURXSGLVFXVVLRQVUDWKHUWKDQµFKDONDQG
WDON¶OHFWXUHVDQGZKDWFDPHDFURVVVWURQJO\ZDVWKDWWKHVWXGHQWVFOHDUO\ZDQWHGWRJHWD
GHFHQWXQGHUVWDQGLQJRIWKHWRSLFDQGWKH\FRXOGVHHKRZLWZRXOGEHQHILWWKHPLQWKHIXWXUH
DVZRUNLQJGRFWRUV+RZHYHUDVPDQ\PHGLFDOVFKRROVGRQRWURXWLQHO\FRYHUWKLVVXEMHFWLQ
WKHFXUULFXOXPPDQ\PHGLFDOVWXGHQWVZLOOJUDGXDWHZLWKOLWWOHXQGHUVWDQGLQJRIKRZ1,&(
PDNHVGHFLVLRQVDERXWZKLFKGUXJVZLOOEHDYDLODEOHIRUWKHPWRSUHVFULEHDQGZLWKRXW
KDYLQJKDGWKHFKDQFHWRGHYHORSWKHLURZQYLHZVDERXWWKLVSURFHVV0RVWLPSRUWDQWO\WKH\
PD\ODFNWKHDELOLW\WRWDONFRQILGHQWO\DERXWLWZLWKSDWLHQWV

$VGRFWRUVWKH\ZLOOEHDWWKHIURQWOLQHZKHQSDWLHQWVDUULYHLQWKHFRQVXOWLQJURRPKDYLQJ
UHDGRUKHDUGVWRULHVDERXWWKHODWHVWFDQFHUGUXJZKLFKKDVEHHQUHIXVHGIXQGLQJE\³SHQQ\
SLQFKLQJ1+6ERVVHV ´7REULQJWKHUHDOLW\RIWKLVKRPHWRVWXGHQWV,XVHGDYLGHRRIDUHDO
SDWLHQWIURPD %%&QHZVVWRU\DERXW1,&(¶VGHFLVLRQWRQRWIXQGWKHXVHRIWKHPRQRFORQDO
DQWLERG\$YDVWLQEHYDFL]XPDELQDGYDQFHGFRORUHFWDOFDQFHU :KHQSUHVHQWHGZLWKD
SDWLHQWZKRVHRSLQLRQRQWKHPDWWHUKDGEHHQLQIRUPHGE\DSRWHQWLDOO\YHU\OLPLWHGYLHZRI
WKHFRPSOH[SURFHVVZKLFKXQGHUSLQVVXFKGHFLVLRQVDQGZKRDVNHGPDQ\TXLWH
UHDVRQDEOHTXHVWLRQVDERXWWKHGHFLVLRQWRQRWIXQGWKHWUHDWPHQWPRVWRIWKHVWXGHQWVRQ
P\FRXUVHTXLFNO\UHDOLVHGWKDWWKH\KDGOLWWOHLGHDRIKRZWKHV\VWHPZRUNHGKRZWRFRQYH\
LWLQOD\WHUPVRUZKDWWKHLURZQIHHOLQJVZHUHRQKRZVXFKGHFLVLRQVDUHPDGH

:HVSHQWWLPHORRNLQJEDFNDWWKHKLVWRU\RIGHFLVLRQPDNLQJLQWKH1+6WKHVKLIWVLQGUXJ
WKHUDS\WKDWKDYHQHFHVVLWDWHGWKHFUHDWLRQRIGHFLVLRQPDNLQJERGLHVVXFKDV1,&(WKH
GUXJGHYHORSPHQWSURFHVVDQGWKHUROHRIWKHSKDUPDFHXWLFDOLQGXVWU\LQERWKGHYHORSLQJ
DQGVXSSRUWLQJDFFHVVWRQHZWUHDWPHQWV

*LYHQWKLVRSSRUWXQLW\WROHDUQWKHVWXGHQWVTXLFNO\GHYHORSHGVWURQJIHHOLQJVRQWKHWRSLF
DQGDOVRDGHVLUHWREHDEOHWRWDONWRSDWLHQWVDERXWWKHVXEMHFWLQDZD\WKDWZDVHWKLFDO
DQGKRQHVW7KURXJKDWDVNZKLFKUHTXLUHGWKHPWRµVFULSW¶UHVSRQVHVWRVRPHRIWKH
TXHVWLRQVSRVHGE\WKHSDWLHQWLQWKH%%&YLGHRWKHVWXGHQWVZHUHDEOHWRXVHWKHLUOHDUQLQJ
WRSUDFWLFHSURYLGLQJDQVZHUVWRSDWLHQWV¶TXHVWLRQVLQOD\WHUPLQRORJ\

2XUPHGLFDOVFKRROKDVQRZLQFRUSRUDWHGPRUHWHDFKLQJRQWKLVVXEMHFWLQWRWKHFXUULFXOXP
HQVXULQJLWVJUDGXDWHVKDYHKDGWKHFKDQFHWRVSHQGDWOHDVWDOLWWOHWLPHFRQVLGHULQJWKHVH
LVVXHV7KHVHVHVVLRQVDUHGHOLYHUHGE\ERWKDFOLQLFDODFDGHPLFDQGDSURIHVVRURIKHDOWK
HFRQRPLFVZKRWRJHWKHUFDQSURYLGHERWKDVRXQGXQGHUVWDQGLQJRIWKHHFRQRPLFPHWKRGV
WKDWXQGHUSLQGHFLVLRQVDERXWZKLFKWUHDWPHQWVWRSURYLGHWRSDWLHQWVDQGDOVRWKHFOLQLFDO
FRQWH[WDURXQGWKHLPSOHPHQWDWLRQRIWKHVHGHFLVLRQV7KHPHVVDJHIRUWKHVWXGHQWVLV
FOHDU³'RFWRUVQHHGWRXQGHUVWDQGKHDOWKHFRQRPLFVWREHHIIHFWLYHSUDFWLWLRQHUV´

2XUDFDGHPLFVDOVRUXQDIUHHRSHQRQOLQHOHDUQLQJFRXUVHRQKHDOWKWHFKQRORJ\
DVVHVVPHQW KWWSVIXWXUHOHDUQFRPFRXUVHVKWD ZKLFKJLYHVKHDOWKSURIHVVLRQDOVDEULHI
LQWURGXFWLRQWRWKHPHWKRGVDQGSURFHVVHVWKDWSURYLGHDPDMRUSDUWRIWKHHYLGHQFHEDVHRQ
ZKLFK1,&(EDVHVLWVGHFLVLRQ DQGWKHRSSRUWXQLW\WRGLVFXVVDQGGHEDWHWKHLVVXHVZLWK
RWKHUV

2XUVWXGHQWVWKHQDUHIRUWXQDWHWREHSDUWRIDIDFXOW\WKDWLQFOXGHVUHVHDUFKHUVZRUNLQJDW
WKHIRUHIURQWRIKHDOWKHFRQRPLFVDQGGHFLVLRQVFLHQFHPDQ\RWKHUPHGLFDOVFKRROVGRQRW
KDYHVXFKH[SHUWLVHWRFDOORQULJKWRQWKHLUGRRUVWHS

*LYHQWKHKLJKO\HPRWLYHQDWXUHRIPDQ\RIWKHPHGLDUHSRUWVRQGUXJVWKDWDUHQ¶WRIIHUHGRQ
WKH1+6DQGWKHOLPLWHGFRYHUDJHDERXWKRZVXFKGHFLVLRQVDUHDFWXDOO\PDGHLWLVGRFWRUV
ZKRDUHEHVWSODFHGWRSURYLGHSDWLHQWVZLWKDFFXUDWHLQIRUPDWLRQLQWKHFRQWH[WRIWKHLURZQ
VLWXDWLRQDQGZLWKRXWWKHXVHRIPLVOHDGLQJVWDWLVWLFVRUFRPSOH[WHUPLQRORJ\

7KH1+6%XGJHWLVIL[HG7KHUHLVQRWQRZDQGPD\QHYHUEHHQRXJKPRQH\WRSURYLGH
HYHU\WKHUDS\WRHYHU\SDWLHQWUHJDUGOHVVRILWVFRVWVRURIWHQOLPLWHGEHQHILWV:KHQHYHQ
WKH&DQFHU'UXJV)XQGLVKDYLQJWRLQFRUSRUDWHLQIRUPDWLRQDERXWFRVWHIIHFWLYHQHVVLQWRLWV
GHFLVLRQVDERXWZKLFKGUXJVFDQEHIXQGHGE\WKLVUHODWLYHO\PRGHVWUHVRXUFHDQGZKHQ
*3VDUHLQFUHDVLQJO\H[SHFWHGWRPDNHGHFLVLRQVDERXWWKHDOORFDWLRQRIWKH1+6ILQDQFLDO
UHVRXUFHVLWVHHPVORJLFDOWKDWEDVLFKHDOWKHFRQRPLFVVKRXOGIRUPSDUWRIWKHFRUHPHGLFDO
FXUULFXOXPLWLVQRORQJHUDµQLFKH¶WRSLFIRUWKRVHZLWKLQWHUHVWLQWKLVDVSHFWRIKHDOWKFDUH
%\LQFRUSRUDWLQJQRWMXVWWHDFKLQJRQWKLVWRSLFEXWWKHYLWDORSSRUWXQLWLHVWRGHEDWHWKHVH
LVVXHV8.PHGLFDOVFKRROVFDQKHOSWRJLYHWKHQH[WJHQHUDWLRQRIGRFWRUVWKHDELOLW\WR
VXSSRUWSDWLHQWVZLWKFOHDULQIRUPDWLRQDERXWWKHUHDVRQVZK\DFHUWDLQWUHDWPHQWPD\RU
PD\QRWEHDYDLODEOHWRWKHPDQGWRGLVFXVVWKHVHLVVXHVZLWKWKHPFRQILGHQWO\DQG
KRQHVWO\

<RXFDQOHDUQPRUHDERXWWKHVXEMHFWVGLVFXVVHGLQWKLVEORJSRVWRQWKHXSFRPLQJ+HDOWK
7HFKQRORJ\$VVHVVPHQW022&DIUHHRQOLQHFRXUVHRQWKH)XWXUHOHDUQSODWIRUP7KHQH[WFRXUVH
VWDUWVLQODWHDQG\RXFDQUHJLVWHUDWIXWXUHOHDUQFRPFRXUVHVKWD

7KHDXWKRULVWKHFRXUVHGLUHFWRURIDQRQOLQH06FLQ+HDOWK7HFKQRORJ\$VVHVVPHQWDWWKH8QLYHUVLW\
RI6KHIILHOG

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7KHQHHGIRUHYLGHQFHEDVHGPHGLFLQH
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OLIHVDYLQJGUXJGLHVRIWHUPLQDOFDQFHUDJHG 5HWULHYHG-DQXDU\IURP
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ZZZGDLO\PDLOFRXNKHDOWKDUWLFOH)RUPHUVROGLHUWRRNSHQQ\SLQFKLQJ
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